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Chronology 


1875 First words transmitted by telephone. 

1876 First complete sentence transmitted by telephone. 

First conversation by overhead line, 2 miles—Boston to Cambridge. 

1880 30,872 Bell telephone stations in the United States. 

Conversation by overhead line, 45 miles—Boston to Providence. 

1881 Conversation by underground cable, mile. 

1884 Conversation by overhead line (hard-drawn copper), 235 miles—Boston to New 
York. 

1890 211,503 Bell telephone stations. 

1892 Conversation by overhead line, 900 miles—New York to Chicago. 

1900 676,733 Bell telephone stations owned and connected. 

1902 First conversation by long-distance underground cable, 10 miles—New York to 
Newark. 

1906 Conversation by underground cable, 90 miles—New York to Philadelphia. 

1910 5,142,692 Bell telephone stations owned and connected. 

1911 Conversation by overhead line, 2,100 miles—New York to Denver. 

1913 Conversation by overhead line, 2,600 miles—New York to Salt Lake City. 
Conversation by underground cable, 455 miles—Boston to Washington. 

1915 First conversation by transcontinental line, 3,650 miles — Boston to San 
Francisco. 

Speech transmitted for the first time by radio telephone from Arlington, Va., 
across the continent to San Francisco, over the Pacific to the Hawaiian Islands, 
and across the Atlantic to Paris. 

1920 11,795,747 Bell telephone stations owned and connected. 

1921 Conversation by deep sea cable, 115 miles—Key West, Fla., to Havana, Cuba. 
First conversation between Havana, Cuba, and Catalina Island by submarine 
cable, overhead and underground lines and radio telephone—distance 5,500 miles. 
Extension of Boston-Philadelphia cable to Pittsburgh—total distance 621 miles. 
President Harding's inaugural address delivered by loud speaker to more than 
100,000 people. 

Armistice Day exercises at burial of unknown soldier delivered by means of 
Bell loud speaker and long lines to more than 150,000 people in Arlington, Va., 
New York and San Francisco. 

1922 Ship-to-shore conversation by wire and wireless between Bell telephones in 
homes and offices and the S. S. America 400 miles at sea in the Atlantic. 

1923 14,050,565 Bell telephone stations owned and connected. 

Successful demonstration of trans-oceanic radio telephony from a Bell telephone 
station in New York City to a group of scientists and journalists in New South- 
gate, England. 
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Report of the Directors 
of 

American Telephone and Telegraph Company- 

New York, March 5, 1923. 

To the Stockholders: 

In general, the year 1922 has been a year of steady ac¬ 
complishments in our undertakings, marked by a sensational 
increase in the demand for telephone service. 

The Administration of an institution like the Bell Tele¬ 
phone System with its responsibility for a service entering 
into all of the ramifications of the domestic and commercial 
hfe of millions of users and with its responsibility to hundreds 
of thousands of stockholders and security holders, to work 
effectively, must be actuated by a continuous pohcy or motive 
and must make every line of action conform to a programme 
directed towards carrying through that pohcy. Changes in 
times and conditions may properly affect the programme but 
the underlying pohcy must be constant. 

The function of the institution is to give service. Its 
pohcy is to subordinate all other considerations to giving a 
satisfactory service. Service to be satisfactory must be of 
the scope and quality desired, and it must be worth all and 
more than it costs. 

The service we render is to furnish facilities for inter¬ 
communication, and there is no service which enters more 
largely than intercommunication into family and social hfe 
and into the development and operation of commercial 
activities. 

The country we serve differs from any other in the world. It 
covers an immense area, and but one language comparatively 
free from dialects is generally spoken. Family, social and 
commercial interests are widespread. They are not bounded 
by city, county or state lines, and not entirely by the bound¬ 
aries of the nation. Telephone service to be satisfactory can 
be limited by no narrower boundaries. 

The service must not only be widely extended, covering 
the whole country, but in each community it must be avail¬ 
able by a subs, iber’s line or pay station to the whole com- 
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munity. Telephone service must be available to everyone 
everywhere in the country for communication with anyone 
anywhere in the country. That is our objective as to the 
scope of the service. 

The extension of the scope of the service depends first 
upon there being a demand for it. It must be good service. 
It must be worth more than it costs. 

There must be a supply of money with which to extend the 
facilities, and in order that that supply shall be forthcoming, 
the public with money to invest must think well of the in¬ 
stitution, and as the investor judges the management largely 
by the quality of its product, the service must be good. 

The earnings must be satisfactory. They must be high 
enough to attract investment but w r ell within any reasonable 
measure of value the public may put upon the service. 

For a public service institution to have and hold the good 
will and respect of the public it must have the good will and 
respect of the employees. They furnish the contact between 
the institution and the public and they cannot convey what 
they do not have. 

When money is paid for a commodity the purchaser is sat¬ 
isfied if it conforms to his specifications and is worth to him all 
or more than he pays for it. When money is paid for a continu¬ 
ing service something more is wanted, and that is: evidence, by 
the conduct of the servant, of willingness to serve and a desire 
to please. A really satisfactory service, therefore, must, be¬ 
sides being a technically good service, include that intangible 
quality which we call “the spirit of service” pervading the 
whole personnel through all contacts with the public we serve. 

Furthermore, there is a condition peculiar to this institu¬ 
tion which has to be borne in mind. The public has no oppor¬ 
tunity of choice between the service we furnish and another 
similar service. We alone furnish a nation-wide telephone 
service. In order to be satisfied the public must be convinced 
that we are operating economically and efficiently and furnish¬ 
ing the service at a reasonable charge. 

That the other requirement of satisfactory telephone ser¬ 
vice—that it should be worth more than it costs—is amply 
met, is proven by the continued demand for more telephones 
with no effort of salesmanship except the effort to continually 
improve the service. 
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The policy of the Company is to give such a service as has 
been described, broad in scope, good in quality and in every 
way satisfactory to the public. 

In our methods of carrying this policy into effect there are 
certain lines of action which have a bearing upon all phases of 
the undertaking. 

In all of these lines of action, foresight based upon studies of 
the facts of the past and present and intelligent estimates of 
the future has to be the basis of our programme. 

Of prime importance in the giving of telephone service are 
estimates of probable growth in the public’s demand for it and 
provisions for meeting that demand. 

From the selection of the site for one of the larger central 
office buildings to the time when that central office is put into 
complete operation covers a period of about three years. 

We can make reasonably accurate estimates as to the in¬ 
crease in population of the country, but we know of no agency 
which can definitely predict detailed movements of population 
either from city to city or from city to suburb or from country 
to city or from one part of the city to another. Of such move¬ 
ments we can only learn when they start and then promptly 
lay plans to follow with telephone sendee. We can make 
some estimate of the increased demand which will result from 
an expected improvement of the telephone service or changes 
in rates and can provide for it, but changes which come about 
through changes in the value of the dollar or through any other 
abnormal economic conditions cannot be foreseen. Telephone 
rates have not advanced in ratio with individual incomes, re¬ 
sulting in the condition that telephone rates are relatively lower 
than formerly and more people than before can afford to have 
telephones. It is due to such factors that there has been an 
abnormal demand for service during the past year—some of 
it general and some increased by movements of population— 
which we have been unable to wholly meet. 

Since the property was turned back to the companies by 
the Government on August 1, 1919, a period of about three 
and one-half years, there was first a period of feverish activity, 
then pronounced depression and then steady improvement in 
general business conditions. During these periods there has 
been no abatement at any time of our programme of plant con¬ 
struction. It has progressed steadily and was set at accom- 
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plishing in added facilities all that was physically possible. In 
that three and one-half years there has been spent in plant 
additions more than in the ten years preceding the war. 
During all of that period there has been an increasing demand 
for telephone service, which in many sections of the country 
during 1922 passed all precedents and expectations. 

It is necessary to get as accurate a picture as possible of the 
requirements for telephone service in each locality for suc¬ 
cessive years in the future. Each operating company makes 
each year its estimate of growth in each of the following five 
years, these estimates being the sum of estimates for each 
locality in which it operates. The sum total of the estimates 
of the operating companies makes up the estimate of the Bell 
Telephone System which furnishes us a basis for studies as to 
the probable requirements for money, material and labor for 
new construction. 

On the preceding page appears a map of the United States 
showing the toll lines of the Bell System. Some of those lines 
represent hundreds of wires. On page 10 appears a map show¬ 
ing the location of telephone exchanges. Many of the dots 
represent thousands of telephone users. Some represent hun¬ 
dreds of thousands and one represents over a million. In’all, 
they represent about 14,000,000 of stations, connected by 
over 36,000,000 miles of wire. 

It is a very large and complicated machine extending over 
the whole country and must be capable of indefinite extension. 
The study of that machine—to make it more useful, more 
efficient, simpler, more economical, to provide for extensions 
incorporating all of the improvements which modern science 
indicates and planned to function with existing plant—is the 
work of our Department of Development and Research. 

Other departments are studying continually the various 
operating methods, plant construction and maintenance, work 
in the central office, accounting, comparing results obtained 
by different methods in order to arrive at the most efficient 
and economical methods for adoption throughout the System, 
in order that with each succeeding year the work may be 
better done. 

A national service can exist only through an organization 
which provides for a uniform policy and coordinated action. 
Uniformity of policy and cooperation come to the Bell System 
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through contract relations and community of ownership. 
The American Telephone and Telegraph Company owns 
directly or indirectly all of the voting stock of 14 Associated 
Companies, 78 per cent of nine others and 31.5 per cent of 
two others. 

The operation of the Bell Telephone System is in the very 
capable hands of the regional operating organizations, the 
Associated Companies. 

It is the responsibility of the headquarters organization— 
your Company—to make such provisions for the future as 
will establish more firmly each year the standing and sound¬ 
ness of the System as a public institution. 

A very large and constantly increasing proportion of the 
men, women and even the children of the country in their 
personal and business affairs are either regular or occasional 
users of the telephone. Hundreds of thousands are owners 
of our stock and other securities. It is essential to the per¬ 
petuation of this institution furnishing the telephone service 
of the country that it should have the good will and respect 
of the country, fully justified by performance. 

To get and retain that good will and respect it seems to 
us that besides giving good service at reasonable rates we 
must spare no effort to get in the minds of the people a thor¬ 
ough and complete understanding of our problems, our aims, 
our methods and our results. We attempt to accomplish 
this through our policy of full publicity and particularly 
through agencies which are a part of the institution. Well 
informed and widely distributed stockholders are a valuable 
agency. We embrace every opportunity to increase their 
number, and through the publications of the Company and 
the Bell Telephone Securities Company to have them well 
informed. It is our aim also that every employee in every 
divison and rank in the service shall take such an attitude 
toward the part of the public with which he or she comes in 
contact as can only go with interest and pride in the service. 
With that end in view, not only ownership of stock is en¬ 
couraged but every possible opportunity is taken to inform all 
of the employees, whether stockholders or not, as to what we 
are trying to accomplish and why, and as to what they can 
individually and jointly contribute to that accomplish¬ 
ment. 
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We have gone into this exposition of our policy and methods 
at some length in order that our stockholders may know that 
our various lines of activities, meritorious we believe by them¬ 
selves, are not unrelated but are parts of a deliberately planned 
programme intended to produce a definite result, which is 
an institution for public service, satisfactory to the public 
and, therefore, on a permanent and sound foundation in the 
interest of the stockholders and the public. 

Financial Results 

The investment of the Bell System in plant and equipment, 
including construction in progress, as carried on the books of 
the companies as of December 31, 1922, aggregated $1,758,- 
000,000, but as stated in previous reports the true value of this 
investment is much greater than its book cost. 

The twenty-five Associated Companies (excluding your 
Company) earned 5.6 per cent on the book cost of their plant 
during 1922, but based on the true value of the property, a 
lower return was realized. This earning, while still below what 
is considered by regulatory bodies and the public to be a fair 
return, represents a slight improvement over 1921. There 
are some areas where earnings are too low, and in them every 
effort is being made for improvement. 

Not including its equity in the undivided profits of the 
Associated Companies, your Company in 1922 earned 11.14 
per cent on its average outstanding capital stock, compared 
with 11.10 per cent for 1921. About 20 per cent of the net 
income of the Associated Companies was retained by them 
as undivided profits and has been invested in their respective 
plants, i.e., in telephone property required to meet the in¬ 
creased service demands. W T hile the average rate of return 
on the book cost of the Associated Companies was 5.6 per 
cent, due to the conservative financial structure of the Bell 
System, with a. return of only 4.7 per cent the American 
Telephone and Telegraph Company would still have earned— 
but without any margin for surplus—its 9 per cent dividend. 

Conservative financial and business policies have been 
followed during the entire history of your Company. Adequate 
provision has been made for depreciation, and the funds taken 
from earnings for this purpose have been invested in the busi¬ 
ness, so that the investment of its stockholders and creditors 
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has at all times been kept unimpaired. In the aggregate more 
than $40,000,000 in excess of par has been paid into the 
treasury in cash in respect of stock outstanding. At no time 
have all of the earnings been paid out in dividends, but during 
its entire history a portion thereof has annually been retained 
in the business and invested in property. 

Taking into account the actual amounts paid in on issued 
capital stock, the surplus earnings and other company funds 
invested in the business, and accumulated surpluses of the 
associated and controlled companies, it is conservatively 
estimated that the equity represented by the stock of 
your Company now equals approximately $190 per share. 
This figure gives full effect to all new capital stock issued 
during the year, including that issued under the offer of 
August 24, 1922. 

A knowledge of these facts is fundamental to a correct 
understanding of the financial strength of your Company and 
the continued stability of its dividend rate. 

The accompanying chart presents in graphic form the net 
earnings per share available for dividends on the stock of your 
Company for each year since 1900. 


NET EARNINGS PER SHARE OF 
AT&T. STOCK AVAILABLE FOR DIVIDENDS 
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During the past two years the new financing for the Bell 
System has been accomplished more through the issue and 
sale of stock, than through the issue of bonds and notes. The 
total capital stock outstanding now exceeds debt obligations. 
Such an improved relationship provides a sound basis for the 
issue of long-term and other debt obligations by the com¬ 
panies at reasonable rates of interest if and when funds are 
required for the extension of the business or when desirable for 
refunding. The percentage relationship of capital obligations 
now outstanding in the Bell System, as compared with similar 
outstanding obligations at the end of 1920, is shown in the 
accompanying chart. 


CAPITAL OBLIGATIONS OF THE BELL SYSTEM 
IN THE HANDS OF THE PUBLIC 
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The Preferred Stock and Mortgage Debt is of the Associated Companies only, as the 
A T.&T.Co. has no preferred stock or mortgage debt. Capital obligations in the hands of 
the public at the end of 1922 were only 686?fof the total assets 


Common stock (including installments) of the Bell System 
in the hands of the public was increased during the year 
$166,100,000, of which practically the entire amount is stock 
of the American Telephone and Telegraph Company; and 
preferred stock outstanding was increased $38,700,000, all of 
which was stock of Associated Companies. On the other hand, 
outstanding debt obligations show a net decrease of $22,600,- 
000—this after marketing two major bond issues aggregating 
$60,000,000. 
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Bell Telephone Securities Company 

The Bell Telephone Securities Company was organized 
by the American Telephone and Telegraph Company to 
advise intending investors and facilitate their transactions in 
Bell System securities. The American Company owns all 
the stock of the Securities Company. During the year the 
Bell Telephone Securities Company actively pursued its task 
of disseminating information about Bell System securities to 
the public and especially to telephone users, and of aiding to 
secure a more widely distributed ownership of securities and 
particularly of the stock of the American Telephone and Tele¬ 
graph Company. Through a variety of pamphlets issued in 
great numbers partly for financial institutions but largely for 
the general public, through advertisements, through letters in¬ 
creasing in number from month tormonth, and directly through 
personal contacts between employees of the Associated Com¬ 
panies and the public, it has reached many thousands of men 
and women in all parts of the Union with information bearing 
on the Bell System organization and service and. the character 
and safety of Bell System securities. It has also directly or 
indirectly aided a great number of investors, who desired to 
do so, to secure stock of the American Company; and in this 
work it had the effective and cordial cooperation of the As¬ 
sociated Companies and of local banks and investment houses. 
It is noteworthy that in about half of* the country, mainly 
in the west and parts of the south, where knowledge of Bell 
System securities has not been as generally diffused as in some 
other parts of the country, as a result of these efforts more 
than 25,000 people became sufficiently interested in stock of 
the American Company as an investment to purchase in the 
market 306,881 shares at an approximate cost of $36,800,000. 

To increase the number of people financially interested 
in the Bell System and to develop a fuller knowledge and 
better understanding of its operations, four of the Associated 
Companies, the Southwestern, the Wisconsin, the Chesapeake 
and Potomac of Baltimore City, and the New York Company, 
offered to the public in their territories, limited amounts of 
their preferred stock. The effort was made by each company 
to place its stock principally with telephone users in its ter¬ 
ritory. The stock of the first three companies was sold 
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through the employees of the companies and the local banks 
and investment houses. That of the New York Company was 
placed exclusively through employees. It was found that the 
employees reached individuals who do not ordinarily invest 
in securities or normally form the constituency of banks and 
investment houses. 

The amount of the cumulative preferred stock offered in 
each case, with the dividend rate, was as follows: 

Southwestern Bell Telephone Company 7%. 121,656 shares. 

Wisconsin Telephone Company 7%. 50,000 

Chesapeake & Potomac Tel. Co. of Baltimore City 7%... 30,000 

New York Telephone Company 634%. 250,000 

In the aggregate, applications were received for 1,184,550 
shares from 156,270 persons. On account of over-subscrip¬ 
tions it was necessary in the last three territories mentioned, 
to make allotments. The final result for the four companies 
was the distribution of 451,656 shares to 151,510 purchasers. 
Of this total number of shares, 282,834 were paid for in full 
by 64,091 persons, and 168,822 are being paid for in monthly 
installments by 87,419 investors. 

This distribution of the stock of the American Company 
and of the preferred stock of the four Associated Companies 
has not only increased the number of people who are financially 
interested in the Bell System and who will have a better 
understanding of its problems, but it has also contributed 
to the promotion of thrift and the habit and knowledge of 
sound investments. 

Rate Regulation 

When the United States Government relinquished its war 
control of the telephone system, our companies were con¬ 
fronted with the problem of readjusting telephone rates to 
meet the new conditions created by the war. 

At the same time, the regulatory powers of the state public 
service commissions, which had been in suspense during the 
period of federal control (although not completely so until near 
the close of the period), were revived. 

Increases in rates for service were necessary generally 
throughout the country, if the System was to preserve that 
sound financial condition which was in the interest of the 
public no less than of the companies themselves. This prob¬ 
lem presented two difficulties in particular. 
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One of these difficulties grew out of the fact that before 
the war our companies had rarely found it necessary to increase 
rates, although giving a constantly enhanced service—a result 
which had been made possible by economical management and 
by great strides in the development of the art. 

The other difficulty was due to a more or less widespread 
belief that there would be an immediate sharp recession in the 
cost of labor and material, which would make increases in rates 
unnecessary. The expected price recession did not materialize, 
has not yet materialized, and it is now generally recognized that 
it cannot be looked for during the next several years. 

The fact that it was a new experience for the state com¬ 
missions to be asked to approve increased telephone rates, 
coupled with the feeling on the part of many commissions that 
conditions would soon right themselves and take care of a 
revenue situation admittedly unfair to the companies for the 
time being, made the problem harder than it should have been. 
This was not unnatural but it was unfortunate. The com¬ 
panies of the System adopted and pursued a policy that was 
patient, fair and most conservative. Rate increases were 
made or sought quite generally throughout the country, never 
more than were reasonable and generally substantially less 
than the facts would justify. 

For the most part, the commissions have frankly faced the 
facts and have fairly discharged their duty under the law, 
with the result that in the great majority of instances, tele¬ 
phone rates have been placed on a level approximately fair to 
the companies and certainly not unfair to the subscribers. In 
a few instances, the state commissions have not responded in 
this way, but have persisted in refusing or failing to take 
cognizance of the new higher level of wages and prices. In 
such cases, the companies have been obliged to have recourse 
to the state or federal courts to secure and protect the revenues 
required as much in the public interest as in theirs, and to which 
they are entitled under the law. Happily, the number of these 
appeals to the courts has been small and has constituted a 
very small percentage of the total number of cases. Happily, 
also, the companies have been almost uniformly successful to 
date in this litigation, the courts having vindicated the posi¬ 
tion taken by the companies. 
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Early in 1922, the Supreme Court of the United States 
decided the first case involving the license contracts with the 
Associated Companies to reach that court. It affirmed a 
decision of the lower court holding that the license contract is 
fair and reasonable and advantageous to the Associated 
Company. 

Progress has been made during the year toward the clarifi¬ 
cation of some of the fundamental questions involved in the 
administration of the commission laws of the various states. 
Two or three decisions by the courts in 1922, including one 
by the Supreme Court of the United States, should exert a 
marked influence toward the recognition of the sound con¬ 
struction of these laws. 

Development and Research 

The use of cable, whether underground or overhead, 
though absolutely necessary, has presented most formidable 
scientific problems. When first introduced, less than half 
a mile of cable in a circuit was enough to seriously interfere 
with conversation between city and suburbs. By our con¬ 
tinued efforts, the range of possible use of cable was gradually 
increased until by 1920 conversation was possible through 
2,000 miles of cable. The work of the past year has developed 
methods which will make conversation scientifically possible 
through 3,000 miles of cable equal in all respects to a conversa¬ 
tion from one room to another in the same building. 

During the year w-e have continued our studies and ex¬ 
periments in wireless telephony. They have been directed 
toward ascertaining more about the laws governing the 
various conditions of the ether as a medium of communica¬ 
tion, as well as developing better methods of transmitting 
and receiving. We have devised new methods for measuring 
accurately the currents transmitted by radio and for measur¬ 
ing the intensity of the so-called static disturbances which 
interfere with radio transmission. 

To test these improvements a new series of trans-oceanic 
experiments was undertaken late in the year, previous ex¬ 
periments of this kind-having been successfully conducted as 
described in our report for the year 1915. From these recent 
experiments valuable data have already been obtained show¬ 
ing the variation in intensity in trans-oceanic speech during 
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the periods of daylight and darkness and twilight, and under 
different conditions of weather. 

During the night of January 14-15, 1923, for a period 
of two hours, long telephone messages were sent from the 
offices of the American Telephone and Telegraph Company, 
195 Broadway, New York City, through the Rocky Point 
station of the Radio Corporation. The speakers at New 
York were distinctly heard and understood in London and 
their voices were easily recognized by representatives of 
civic, scientific and commercial interests and of the press. 

The extent to which wireless telephony becomes or con¬ 
tinues of real value to civilization as a means of intercom¬ 
munication across the ocean or similar spaces which cannot 
be bridged by wires depends upon many other than scientific 
and technical conditions. 

In certain sections of this country, less than a year of radio 
broadcasting has shown how interference destroys its value 
even as a source of entertainment, and in connection with 
international intercommunication, there are all of the diffi¬ 
culties arising from lack of centralized control of the complete 
medium of communication. It is in the expectation that 
ultimately by national and international control interference 
will be obviated, and that by cooperation other problems 
having international aspects may be at least partially solved, 
that we are continuing our studies. Experiments in wireless 
telephony as an additional agency of intercommunication are, 
therefore, under present conditions, more of scientific than of 
commercial value. 

The exchange of patent licenses between this and certain 
other companies, described in the report for 1920, has proved 
valuable. The cooperation in research and use of facilities 
which it provided has greatly facilitated our experiments in 
trans-oceanic wireless telephony. Ownership of stock in the 
Radio Corporation of America has not, however, proved to 
be necessary for cooperation. Therefore, in line with our 
general policy to hold permanently only the stocks and secu¬ 
rities directly related to a national telephone service, we have 
disposed of all stock in the Radio Corporation, a small amount 
which appears among the assets on December 31st having 
since been sold. 

As in the past, the greater value of the Development and 
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Research Department is in the continual study of all of the 
mechanisms and materials going into the plant of the Bell 
System and the improvements resulting in greater economies 
in construction, maintenance and operation, in protection of 
the plant and in better service. In this report we can only 
mention an occasional conspicuous scientific contribution 
which seems to have a large possibility either in extension 
or improvement of the service. 

Operation 

Not only are the speed and accuracy of establishing the 
desired telephone connections better than in previous years, 
but in the toll service there has been a marked improvement. 
The standard of transmission, that is, the clearness and loud¬ 
ness of speech, has been maintained, and in many cases im¬ 
provements have been made over the results of previous years. 

The maintenance or upkeep of the plant has been kept 
at the high standard necessary to give satisfactory service. 

During the year there have been added to the System 
by new construction and extension a total of 586,000 stations, 
the largest number of stations ever added in any one year. 
Large as this figure is, the construction work required to 
connect them has been made even greater by the fact that 
these stations have not been uniformly distributed over the 
System. Many communities and sections, chiefly those 
primarily dependent upon agriculture and mining, have shown 
relatively small growths, W'hile in other sections the demand 
for additional service has been unprecedented. As a result 
of the very large growth and its concentration in certain 
sections of the country, the extensive programme planned for 
the beginning of the year and enlarged from time to time 
during the year has not been sufficient in a few places, es¬ 
pecially in the more rapidly growing residence areas, to 
provide the lines and switchboards necessary to meet im¬ 
mediately as received all demands for new service. These 
places are receiving special attention and work is under way 
in order that w r e may be able to promptly furnish telephones 
to all applicants for service. 

In any emergency the first relief is by communication— 
by an appeal for help—and the agency to which the public 
turns first is the telephone. All practicable precautions should 
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be taken in order that an agency upon which the public has 
come to rely should be always available. 

Our plan is to protect the main arteries and the large 
centers and the particularly vulnerable points, and elsewhere 
to provide means of quick restoration after occasional damages. 

Over 93 per cent of the exchange wire plant is in cable and 
74 per cent of that cable is underground. 

There are now in service approximately 2,100 miles of 
long-distance toll cables connecting the Atlantic seaboard 
cities from Boston to Washington, with an arm extending 
west to Pittsburgh which will be extended this year through 
Youngstown to Cleveland and will later be extended through 
Toledo to Chicago. Each year adds something to this factor 
of safety. The larger central offices and the shops of the 
Western Electric Company, Inc., are housed in fireproof 
buildings, and all through the System gangs are on the alert 
to repair without delay damage to the plant as it occurs. 

In faithful reproduction of human speech at a distance 
so that the person listening will understand with ease, so that 
the speech transmitted will be of proper volume and quality 
without distortion, our engineers and scientists have achieved 
what seemed to be the impossible. On the through lines dis¬ 
tance has been eliminated. There is practically little difference 
to the listener whether speech over the telephone comes from 
the next room or across the continent. 

The programme of introducing machine switching in the 
larger centers is going on as planned and with satisfactory 
results. 

The construction, maintenance and operating forces were 
never in better condition or producing more satisfactory results. 
The production per employee in every branch of the work is 
higher than previous records. This gratifying showing is due 
to a number of causes among which are improvements in 
methods, the interest and loyalty of the forces and their 
greater experience due to the reduced turnover as contrasted 
with recent years. For the past year the turnover of the 
working forces of the Bell System has been about one-half 
of what it was two years ago, and compares favorably with the 
best of the pre-war years. 

Previous reports have referred to the plans for employee 
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representation in the Associated Companies. These plans 
naturally vary in different companies in accordance with 
the preferences or desires of the employees in each com¬ 
pany. The general result of the various plans, however, 
is much the same in that they practically lead to regular 
meetings for conference and discussion between representa¬ 
tives of the employees and representatives of the management. 
These meetings have come to be recognized as a regular and 
valuable function in the conduct of the company’s business. 

The result of the activities of these joint conference 
committees is proving to be more far-reaching than was antici- 
pated at the outset. 

The primary purposes of the plans were to provide the 
machinery for establishing a better acquaintance and more 
sympathetic understanding between the management and the 
other employees; and to afford ready opportunity for in¬ 
dividuals or groups of individuals to discuss with the man¬ 
agement any policy or practice of the company which directly 
or indirectly affected the employee, his relations to the com¬ 
pany or the conditions under which he performed his work. 

Experience has demonstrated that the Representation 
Plans have in the main served admirably to meet these pur¬ 
poses. But the activities of these joint committees are 
rapidly broadening into new fields of constructive effort, 
and not only the joint committees but the various employee 
organizations and special employee committees are continu¬ 
ally making new and valuable contributions in the operation 
of the business. There is not only a steadily growing interest 
on the part of the individual employee in the technique of his 
own special work and its relation to the work of his associates, 
but there is generally on the part of all employees a notably 
increasing appreciation of their responsibility to the public 
and of the fact that they are representatives of and spokes¬ 
men for the companies of which they are an important part. 

During the past year the management has taken ad¬ 
vantage of the opportunities presented by the joint confer¬ 
ence committee meetings to outline operating objectives, 
methods and results and already it is evident that employee 
representation can contribute as much to the success of the 
operating performance of the organization as it has contributed 
to its public relations and morale. 
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Theodore N. Vail Memorial Fund 

As stated in previous reports, the income of the Theodore 
N. Vail Memorial Fund is used to provide medals to be 
awarded from time to time to employees of the Bell System in 
recognition of unusual acts of service conspicuously illus¬ 
trating the high ideals which governed the policy of Mr. Vail 
as to public service. 

HIGHEST AWARD FOR 1921 

To Byron Ernest Thady 
Night Switchboard Man, Pueblo, Colorado 
Gold Medal and Five Hundred Dollars 

For courage, loyalty and devotion in the face of menacing danger. 

On the night of June 3, 1921, when the flood which caused unpre¬ 
cedented loss of life and property in the city of Pueblo began to pour 
into the telephone building, he remained at the testboard, working in the 
rising water to maintain communication until all the lines went out; when 
the lights in the building failed he ingeniously improvised lamps; and 
although chilled by repeated exposure to the water, disregarding personal 
hazard, he saved records indispensable to the prompt restoration of service 
and labored throughout the night for the comfort and encouragement 
of the operators who were cut off from escape by the raging flood. 

The citation on the certificate which accompanied the 
award is no more than a brief outline of the services for which 
the award was made and merely suggests the tremendous scene 
of destruction which was the background of this and many 
other conspicuous acts of service by telephone employees. 

In addition to the gold medal there were awarded nine 
silver medals and one hundred and forty-four bronze medals 
for especially meritorious acts of service which occurred in 
different parts of the country and in various departments of 
the work. 

Employees’ Benefit Fund 

The Plan for Employees’ Pensions, Disability Benefits and 
Death Benefits has continued in effect throughout the Bell 
System during the year, thus completing the tenth year of its 
operation. 

Pensions 

There were 563 employees on the pension rolls on December 
31, 1922, a net increase of 67 during the year. The average 
pension is $51 per month. 
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Sickness 

The number~of cases of sickness which occurred during 
1922 among employees eligible to benefits under the Plan was 
32,185, an increase of 8,023 cases over 1921. This increase 
was a result of, first, a very substantial increase in the num¬ 
ber of employees eligible to sickness disability benefits during 
the year and, secondly, an epidemic of diseases of the upper 
respiratory tract which appeared very generally throughout 
the country in the early part of 1922. The aggregate benefits 
paid for sickness disability during 1922 were $2,853,627 and 
the average period of disability for completed cases was 37 
days. 

Accidents 

Largely as a result of the continuous, systematic efforts in 
the direction of accident prevention, the number of accidents 
per 1,000 employees involving disability of one day or more 
was decreased by more than 15 per cent during 1922. The 
total payments in 1922 on account of accidental injuries were 
$828,318, including $253,760 for medical attention, hospital 
care, etc. 

Death Benefits 

A sum of $338,091 was paid in sickness death benefits 
during 1922 to the dependent relatives of 246 employees who 
at their death had been in service for five years or more. 
Burial and other expenses paid for 67 employees who left no 
dependents amounted to $16,750, making total payments 
of $354,841 on account of deaths resulting from sickness. 

Summary 

The total amount of payments from the Employees’ 
Benefit Fund during 1922 was $4,371,208. 

As in previous years, financial assistance has been given 
in many cases of disability which did not come wholly within 
the provisions of the_Employees’ Benefit Plan. 

Employees’ Stock Plans 

In last year’s annual report, mention was made of the intro¬ 
duction of the Employees’ Stock Plan dated May 1, 1921, 
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which offers to all employees who have been in the employ of 
the Bell System for six months or more a continuous oppor¬ 
tunity to subscribe for new shares of capital stock of this 
Company on an installment payment basis. The operation 
of this Plan during the past year has again demonstrated a 
keen desire on the part of Bell System employees of all occupa¬ 
tions to become partners in the business and has reflected a 
widespread tendency toward saving and thrift throughout 
the personnel of the System. 

Several changes in the provisions of the Plan were made 
effective during the year, pursuant to the right reserved to this 
Company to alter the terms upon which stock shall be offered 
under this Plan: 

On March 1, 1922, the subscription price was increased 
from $105 to $110 per share. 

On June 1, the right to take up stock at any time after 
six months from the date of the initial deduction—by pay¬ 
ment of the balance due thereon—was withdrawn in respect of 
subscriptions filed on or after that date. 

On October 1, the subscription price was further increased 
to $115 per share and the rate of interest allowed on install¬ 
ment payments on stock subscribed for at this price was 
fixed at 7%. 

The number of employees paying for stock under the Plan 
was on December 31, 1922, in excess of 94,000. 

All obligations under the Second Stock Purchase Plan 
made effective December 1, 1919, were completed during 1922. 

Western Electric Company, Incorporated 

It is a feature of telephony on the national scale that every 
part of the widespread physical plant must be related to 
every other part in order that intercommunication may be 
universal and reliable. Thus while the technique is advancing 
and the plant is expanding, both design and construction must 
harmonize with what already exists and must look forward to 
the future. Furthermore, every piece of equipment must be 
designed with a view to quantity production, ease of ship¬ 
ment and installation, reliability of operation and simplicity 
of maintenance, as well as its first cost. It follows that 
during the entire design process there must be a continuing 
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contact of minds skilled in operation, in invention and in 
manufacture. This contact is maintained in the Bell Sys¬ 
tem because the different companies which are necessary 
under our laws and which are responsible for operation and 
for manufacture of equipment are bound together as parts 
of one System with a common purpose and a coordinated 
programme. 

It was a recognition of this underlying principle that led 
to the acquiring many years ago of a controlling interest in 
the Western Electric Company and the gradual evolution 
during succeeding years of a relationship which has re¬ 
sulted in that company becoming the manufacturing and 
purchasing department of the Bell System. About 98 per 
cent of its voting stock is owned by the American Telephone 
and Telegraph Company. 

The expansion of the company during the past few years 
has been rapid in order to keep pace with the rapidly increas¬ 
ing demands for telephones and telephone equipment. Im¬ 
portant additions have been made to its principal manufac¬ 
turing plant at Hawthorne (near Chicago), Illinois, and a 
tract of about fifty acres at Kearny, New Jersey, has been 
acquired, where it is proposed to build an auxiliary manufac¬ 
turing plant. 

The sales billed by the company during the year 1922 
aggregated .$210,900,000, which is the largest year on record. 
Of these sales $158,600,000 were to the Bell Companies and 
$52,300,000 were to other customers. 

The company’s first mortgage bonds, $15,000,000, matured 
December 31, 1922, and were paid out of the proceeds of 
150,000 shares of common stock sold for that purpose. The 
7 per cent bonds due in 1925, $28,600,000, were called for 
redemption at 102 on October 1st in accordance with their 
terms. Of the total issue $3,920,000 were paid and $24,680,000 
were converted into 7 per cent preferred stock. The com¬ 
pany’s floating debt was reduced during the year from $29,- 
500,000 to $12,600,000. 

At the end of the year the unfilled orders on hand aggre¬ 
gated about $62,000,000 and the company’s prospect for 
1923 is a volume of business at least as large as that of 1922. 






27 


Bell System Statistics and Financial Data 

A map of the Bell Telephone System appears on page 4. 
This map shows the names of and territories served by the 
25 Associated Companies, which companies together with the 
American Telephone and Telegraph Company, comprise the 
Bell System. 

The United States is served by approximately 10,200 
separate telephone companies, including the 26 companies 
associated in the Bell System, and 9,261 companies whose 
stations are connected with the Bell System. There are 
also a large number of rural lines and associations operated 
mainly on a mutual or cooperative basis and not rated as 
companies. Of this group over 27,000 are connected with the 
Bell System. 

At the end of 1922, the number of telephone stations con¬ 
nected with the Bell System in the United States was 14,050,- 
565, of which 9,514,813 were owned by the Associated Com¬ 
panies of the Bell System and 4,535,752 by local, cooperative, 
and rural independent companies or associations having sub¬ 
license or connection contracts, i.e., the so-called connecting 
companies. 

The following statistics show the development of the Bell 
System on December 31, 1922, and its growth during that 

y ear * TELEPHONE STATIONS 

Number at Increase dur- 

end of Year ing Year 

Bell Owned. 9,514,813 600,658 

Bell Connecting. 4,535,752 69,688 

Total. 14,050,565 670,346 

There is now one Bell telephone station to each 8 of the 
total population in the United States, as compared with one 
station to each 13 of the population ten years ago, and one 
to each 90 of the population in 1900. 

TELEPHONE CONNECTIONS—BELL-OWNED EXCHANGES 

Average Number 
Daily during Year 


Exchange Connections. 36,831,000 

Toll Connections. 1,523,000 


Total. 38,354,000 

Increase over 1921. 3,327,000 
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MILES OF WIRE AT END OF YEAR 


Increase 

Under- during 

Bell Owned Aerial ground Total Year 

Exchange . 8,184,372 18,222,913 26,407,285 2,625,107 

Toll . 2,653,068 1,556,169 4,209,237 171,594 


Total . 10,837,440 19,779,082 30,616,522 2,796,701 

Bell Connecting 

Toll . 464,790 3,290 


There has been distinct gain in the amount of wire carried 
in underground cables. At the end of the year, over 64 per 
cent of the Bell-owned wire mileage was in underground cables. 

NET PLANT ADDITIONS—BELL-OWNED 


Added in 1922 

Real Estate. $14,416,889 

Equipment. 83,681,931 

Exchange Lines. 45,103,137 

Toll Lines. 13,732,728 

Construction Work in Progress. 28,419,290 


Total. $185,353,975 


The above amount of net plant additions compares with the 
additions of the previous nineteen years as follows: 


NET PLANT ADDITIONS DURING 20-YEAR PERIOD 


1903. 

. $35,368,700 

1913. 

. $54,871,900 

1904. 

. 33,436,700 

1914. 

. 50,045,300 

1905. 

. 50,780,900 

1915. 

. 32,863,700 

1906. 

. 79,366,900 

1916. 

. 66,224,700 

1907. 

. 52,921,400 

1917. 

. 118,599,500 

1908. 

. 26,637,200 

1918. 

. 77,922,600 

1909. 

. 28,700,100 

1919. 

. 73,446,000 

1910. 

. 53,582,800 

1920. 

. 147,882,100 

1911. 

. • 55,660,700 

1921. 

. 180,039,200 

1912. 

. 75,626,900 

1922. 

. 185,354,000 


Total.$1,479,331,300 


EMPLOYEES 

Number on December 31, 1922. 243,053 

The number of employees in the service of the Bell System 
at the end of 1922, compared with the number on December 
31, 1921, shows an increase of 18,765. The increase in number 
for 1922 is comprised almost entirely of plant and traffic em¬ 
ployees, reflecting the effort made by the companies to meet 
the increased demand for service with the accompanying re¬ 
quirement of additional facilities. 
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BELL SYSTEM INCOME STATEMENT 
FOR YEARS ENDING DECEMBER 31, 1921 AND 1922 
(duplications excluded) 



1921 

1922 

Increase 

Exchange Revenues. 

$343,133,098 

$374,718,580 

$31,585,482 

Toll Revenues. 

146,459,202 

163,097,837 

16,638,635 

Miscellaneous Revenues. 

7,495,933 

9,012,656 

1,516,723 

Total Operating Revenues. 

$497,088,233 

$546,829,073 

$49,740,840 

Depreciation. 

$70,858,073 

$80,081,280 

$9,223,207 

Current Maintenance. 

73,061,099 

79,817,856 

6,756,757 

Traffic Expenses. 

148,372,962 

152,948,539 

4,575,577 

Commercial Expenses. 

47,831,650 

49,650,397 

1,818,747 

General and Miscellaneous Ex- 




penses. 

23,563,499 

25,853,826 

2,290,327 

Total Operating Expenses.. 

$363,687,283 

$388,351,898 

$24,664,615 

Net Operating Revenues .. 

$133,400,950 

$158,477,175 

$25,076,225 

Uncollectible Revenues. 

$ 1,843,962 

$ 3,081,821 

$ 1,237,859 

Taxes. 

34,512,479 

41,215,441 

6,702,962 

Operating Income. 

$ 97,044,509 

$114,179,913 

$17,135,404 

Non-operating Revenues—Net. 

13,651,814 

17,209,311 

3,557,497 

Total Gross Income. 

$110,696,323 

$131,389,224 

$20,692,901 

Rent and Miscellaneous De¬ 




ductions . 

$ 6,497,642 

$ 6,897,106 

$ 399,464 

Interest Deductions. 

36,773,998 

37,869,366 

1,095,368 

Total Deductions. 

S 43,271,640 

$ 44,766,472 

$ 1,494,832 

Net Income. 

$ 67,424,683 

$ 86,622,752 

$19,198,069 

Deduct Dividends. 

47,848,394 

60,305,204 

12,456,810 

Balance. 

$ 19,576,289 

$ 26,317,548 

$ 6,741,259 


BELL SYSTEM EARNINGS AND EXPENSES 

The consolidated Bell System income statement, from 
which all inter-company duplications have been eliminated, 
appears above. This income statement represents the tele¬ 
phone business of the System as a whole, i.e., the business 
of the American Telephone and Telegraph Company and its 
Associated Companies, including the Bell Telephone Securi¬ 
ties Company, in its relation to the public. It does not include 
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data for connecting, independent, or sublicense companies, 
or The Bell Telephone Company of Canada, the Western 
Electric Company, Incorporated, and the 195 or 205 Broadway 
Corporations, except as interest and dividends from these 
companies are included in non-operating revenues. (The 
financial statements of the American Telephone and Tele¬ 
graph Company are shown on pages 42 and 43). 

The growth of the business, increased stations, more in¬ 
tensive use of the telephone, and improved business condi¬ 
tions have produced a satisfactory increase over the previous 
year in toll and exchange revenues. 

Adequate charges have been made during the year to the 
expense accounts for depreciation and obsolescence, and the 
cost of current maintenance. The charges against the com¬ 
panies’ earnings for these purposes during the year amounted 
to $159,899,136, an increase of $15,979,964 over the preceding- 
year. These comprise, in the case of current maintenance, 
5.2 per cent on the average plant in service, and for deprecia¬ 
tion and obsolescence 5.2 per cent of the cost of plant. In 
making these charges to operating expenses for depreciation 
and obsolescence, the Bell System companies have carried 
out their long established policy of providing currently for 
the cost of plant which is being used up in furnishing service. 
These latter charges are definitely related to the character, 
net cost, and probable service life of the plant. 

Traffic expenses, representing the largest of the several 
groups of expenditures, increased $4,575,577, or 3.1 per cent, 
over 1921, as compared with an increase in number of calls 
handled of 9.5 per cent. Approximately 85 per cent of the 
item of traffic expense is comprised of wages. 

Adequate provision has been made for all federal, state, 
and local taxes chargeable against the earnings for the year. 
The charges for this purpose amount to $41,215,441, an in¬ 
crease of $6,702,962 over taxes for 1921. During 1922 taxes 
comprised a charge against earnings of approximately $4.50 
per station, in comparison with the corresponding figure of 
$2.29 per station ten years ago. 

Interest charges, including amortization of debt discount, 
in respect of borrowed capital used in the business, amounted 
to $37,869,366, an increase of 3 per cent over 1921. 

Dividends paid to upwards of 325,000 holders of the 
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common and preferred stock of Bell System companies 
amounted to $60,305,204, an increase over 1921 of two- 
tenths of one per cent on the average outstanding stock. 

After meeting all expenses and paying a return on the 
capital used in the business, there remained as a balance, 
earnings of $26,317,548. Out of these earnings appropriations 
aggregating approximately $1,700,000 were made to provide 
for the possible contingencies in respect of refunds of charges 
for service in the event of adverse decisions of rate investi¬ 
gations now pending before courts and commissions. The 
surplus earnings together with company funds made avail¬ 
able through charges to expenses for depreciation and ob¬ 
solescence, have been invested in the telephone business, and 
to that extent it was unnecessary to provide an equivalent 
amount of new capital for the business. 

BALANCE SHEETS 

On the following page are the combined balance sheets of 
the Bell System in the United States for the years ending 
December 31, 1921 and 1922. 

All intangible assets have been excluded from these balance 
sheets, and accordingly, the item “Surplus and Reserves” 
shows an amount considerably less than the aggregate of the 
surplus and reserve items as they appear on the books of the 
separate companies. 

The assets of the Bell System show a total increase of 
$260,012,470 during the year. Of this amount approximately 
$208,800,000 represents increased investment in plant and 
other permanent assets, while the remainder represents working 
assets of which a considerable part remains available from new 
financing during 1922, as described below. Pending their use 
for permanent investment purposes during 1923, the major 
part of these surplus working assets not represented by cash 
on hand, has been invested temporarily in United States 
securities and other short-term marketable securities. 

Capital stock, bonds and notes payable of the Bell Sys¬ 
tem outstanding in the hands of the public at the close of the 
year 1922 amounted to $1,483,466,673, a net increase of ap¬ 
proximately $182,140,165 over similar obligations outstanding 
at the end of 1921. The book cost of the net assets devoted to 
earning a return on these outstanding securities amounts to 
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BELL SYSTEM BALANCE SHEETS, 1921 AND 1922 
(duplications excluded) 


Dec. 31, 1921 Dec. 31, 1922 


Telephone Plant. 

.. . $1,543,865,545 

$1,729,219,520 

Supplies, Tools, etc. 

47,944,435 

50,744,200 

Stocks and Bonds. 

126,202,014 

146,834,400 

Receivables. 

74,720,690 

87,681,728 

Temporary Cash Investments. . 

52,133,110 

100,539,281 

Cash. 

57,644,707 

47,503,842 

Total. 

.. . $1,902,510,501 

$2,162,522,971 

liabilities: 

Capital Stock (including Installments) 

Common 


American Tel. & Tel. Co. 

. $ 551,385,213 

$ 715,083,854 

Associated Companies. 

Preferred 

59,174,493 

61,535,743 

Associated Companies. 

21,656,547 

60,387,747 


Total Capital Stock. $ 032,216,253 $ 837,007,344 

Funded Debt 
Mortgage Bonds 


Associated Companies. 

302,753,415 

360,072,390 

Collateral Trust Bonds 

American Tel. & Tel. Co. 

163,502,500 

162,750,500 

Convertible Bonds and Notes 

American Tel. & Tel. Co. 

47,647,400 

23,851,300 

Associated Companies. 

26,738,400 

25,180,100 

Debentures and Notes 

American Tel. & Tel. Co. 

89,500,000 

40,000,000 

Associated Companies. 

36,598,875 

34,178,875 

Total Funded Debt. 

.. . $ 666,740,590 

$ 646,033,165 

Bills Payable 

Associated Companies. 

2,369,665 

426,164 

Total Capital Liabilities. . 

$1,301,326,508 

$1,483,466,673 

Accounts Payable. 

39,478,986 

38,116,351 

Accrued Liabilities, Not Due. 

46,095,881 

58,702,050 

Employees 7 Benefit Funds. 

9,485,910 

18,655,184 

Surplus and Reserves. 

506,123,216 

563,582,713 

Total. 

... $1,902,510,501 

$2,162,522,971 


over $2,065,700,000, while the actual value thereof is con¬ 
siderably in excess of this figure. 

The more important items of new financing (excluding 
inter-company financing) by the Bell System during the year 
are: 
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(a) The offer at par of 1,189,152 shares—or one 
share for each five shares held—of capital stock by 
the American Telephone and Telegraph Company, 
under date of August 24, 1922, to stockholders of 
record September 8, 1922. Subscriptions were re¬ 
ceived for 1,172,021 shares, or 98.6 per cent of the 
amount offered. On these subscriptions cash pay¬ 
ments amounting to $101,819,808.40 were received 
during 1922, and the balance will be realized in 
1923 from installment payments then due. 

(6) The issuance by the American Telephone 
and Telegraph Company, upon completion of in¬ 
stallment payments, of $29,520,400 par value of 
capital stock to employees of the Bell System under 
the Employees’ Stock Purchase Plans, at par plus 
a premium of $116,820. 

(c) The sale at par by the New York Telephone 
Company of $25,000,000 of 63^2 per cent preferred 
stock; the sale at par of 7 per cent preferred stock 
by the Wisconsin Telephone Company in the amount 
of $5,(XX),000; by The Chesapeake and Potomac Tele¬ 
phone Company of Baltimore City in the amount of 
$3,000,000; and by the Southwestern Bell Telephone 
Company in the amount of nearly $12,000,000. 
Some of the shares of preferred stock sold under 
these offers are being paid for on the installment 
plan—the payments extending over a period of ap¬ 
proximately 20 months—and accordingly a portion of 
the proceeds therefrom will be realized during 1923. 

(d) The sale by The Pacific Telephone and Tele¬ 
graph Company on a 7 per cent basis of an additional 
$25,000,000 of its 6 per cent preferred stock. Of this 
amount $19,939,200 was acquired by the American 
Company in liquidation of demand notes. 

(e) The sale in May, 1922, by The Pacific Telephone 
and Telegraph Company of $25,000,000 Refunding 
Mortgage Thirty-Year 5 Per Cent Gold Bonds, 
Series A. 

(/) The sale in June, 1922, by the New England 
Telephone and Telegraph Company of $35,000,000 
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First Mortgage Thirty-Year 5 Per Cent Gold Bonds, 
Series A. 

During the year $23,796,100 of bonds of the American 
Telephone and Telegraph Company were converted into cap¬ 
ital stock, and $49,500,000 of American Telephone and Tele¬ 
graph Company three-year 6 per cent notes due October 1, 
1922, were liquidated. 

At the end of 1922, the amount of mortgage liens on the 
telephone plant of the Bell System was less than 21 per cent 
of the cost of such property. 

In 1913 the several companies of the Bell System adopted 
the Plan for Employees’ Pensions, Disability Benefits and 
Death Benefits, reserving from their respective surplus ac¬ 
counts, amounts aggregating for the Bell System approxi¬ 
mately $9,000,000. These surplus reserves, generally re¬ 
ferred to as Employees’ Benefit Funds, have been maintained 
and in some cases slightly increased since 1913. However, 
in view of the large increase in employees, the relatively 
higher rates of compensation now paid, and the increasing 
obligations particularly in respect of pensions and death bene¬ 
fits, it was deemed desirable to increase these reserves more 
nearly to a proper relationship to the obligations of the 
companies under the Plan. Accordingly, before closing the 
accounts for the year, appropriations were made increasing 
existing reserves by $9,169,274, thus bringing the total re¬ 
serves for the Bell System in respect of the Employees’ 
Benefit Funds to $18,655,184. 

The combined Surplus and Reserves of the Bell System, as 
set forth in the balance sheet shown above, from which all 
intangible assets are excluded, are $563,582,713, an increase of 
$57,459,497 over the corresponding figure for 1921. 
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Financial Statements of the 
American Telephone and Telegraph Company 

EARNINGS 

A comparative statement of the earnings and expenses of 
the American Telephone and Telegraph Company for the 
years 1921 and 1922 is shown at the end of this report. The 
usual comparative table of net revenues, dividends, appropria¬ 
tions for contingencies, and additions to surplus since 1900 
is also shown. 

The financial and statistical statements of the Bell System 
are shown on page 27 and subsequent pages. 

The Earnings of the American Telephone and Telegraph 
Company as shown for the years 1921 and 1922 include, in 
addition to the earnings of the long-distance lines, dividends 
on the Company’s investment in stocks of its Associated 
Companies, interest on bonds and notes of and advances to 
Associated Companies, interest and dividends from invest¬ 
ments in other companies, earnings under the general service 
contracts with associated and other companies for the furnish¬ 
ing of instruments and services, Rnd miscellaneous other 
revenues. 

The disbursements under the head of Expenses comprise 
expenses incurred in operating the long-distance lines, con¬ 
ducting the general service organization whereby instruments 
and services are furnished associated and other companies 
under contract, taxes, and other items of expense incident 
to conducting the affairs of the Company. The disbursements 
of Interest and Dividends represent the charges on the securi¬ 
ties issued by this Company mainly to finance the Associated 
Companies and the long-distance lines. 

The Company, in 1922, after meeting all operating charges 
and making adequate provision for depreciation and obso¬ 
lescence, and for federal and all other taxes chargeable against 
1922 earnings, had available for interest and dividends, 
$81,668,440.00. Interest charges were $15,498,011.88, a re¬ 
duction of $4,023,097.17 from 1921. Dividends paid to 
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stockholders at the rate of $9.00 per share per year, amounted 
to $52,971,251.93, an increase of $10,296,848.93 over 1921. 
Of the resulting balance, there was appropriated for con¬ 
tingencies $5,000,000, and the remainder, $8,199,176.19 was 
carried to Surplus. 

The Company and its predecessor have paid dividends to 
the public at the rate of at least $7.50 per share for each year 
for the past forty-one years; for approximately fifteen years, 
ending with the first quarter of 1921, the rate was uniformly 
$8.00 per share; and beginning with the second quarter of 
1921, the dividend rate was established at $9.00 per share 
per year. 

BALANCE SHEET 

A comparative balance sheet of the American Telephone 
and Telegraph Company for December 31, 1921, and De¬ 
cember 31,1922, is given at the end of this report. During the 
year investments in stocks of Associated Companies increased 
$52,901,161.50. This increased stock investment represents 
for the most part the acquisition of stock, by way of permanent 
investment, in place of notes of the Associated Companies 
theretofore held. Investment in bonds and notes of and net 
advances to Associated Companies shows a net decrease of 
$49,565,272.09, leaving a balance of $115,671,082.98 at De¬ 
cember 31,1922. With the exception of $6,861,140.92 invested 
in bonds of Bell System Companies this represents the net 
outstanding loans by this Company to the Associated Com¬ 
panies for the extension of their telephone properties, after 
deducting the amount of $4,082,324.15 temporarily invested by 
this Company for Associated Companies until required by 
them. 

Investment in stocks and notes of and advances to other 
companies consists of investments in the Western Electric 
Company, Incorporated; The Bell Telephone Company of 
Canada; the Central Union Telephone Company; the 195 
Broadway Corporation which owns the land and building 
in which the larger part of this Company’s offices in New York 
are located, and the 205 Broadway Corporation which owns 
real estate adjacent thereto; the Cuban American Telephone 
and Telegraph Company which owns and maintains the tele¬ 
phone cables connecting at Key West with the Bell System and 
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at Havana with the Cuban Telephone Company; the Bell 
Telephone Securities Company, and the Radio Corporation of 
America. (Since the close of the year the investment in 
the last-named corporation, which consisted of preferred 
stock, has been sold.) During the year the Atlantic and 
Pacific Telephone and Telegraph Company, whose stock and 
special demand notes heretofore have been included in the 
balance sheet, was dissolved. 

The Long Lines Plant increased 16,810,502.75, representing 
additions made during the year to the plant of this Company to 
care for the growth of its long-distance telephone business. 

The investment in Telephones, representing for the most 
part telephone receivers and transmitters, which are fur¬ 
nished by this Company for the use of the Associated Com¬ 
panies, increased $2,703,094.13 during the year. 

The Company’s investment in Real Estate, amounting to 
$11,665,548.99, consists of a building in Indianapolis and real 
estate in New York City, the latter constituting the land, and 
building now practically completed, for additional office head¬ 
quarters. 

Temporary Cash Investments of $93,162,766.73 consist of 
United States Government and New York City short-term 
obligations. 

During the year the outstanding capital stock increased 
$151,162,100. Of this, $97,920,100 was issued for cash at par, 
in accordance with the terms of the offer of August 24th to 
stockholders of record at September 8, 1922; $29,520,400 was 
issued to employees upon completion of installment payments 
at a premium of $116,820 over par; and $23,721,600 was issued 
in exchange for convertible bonds. The item of Capital Stock 
Installments, amounting to $15,736,454.22, represents in¬ 
stallment payments, in the amount of $11,836,745.82, received 
from employees, on capital stock of this Company subscribed 
for under the Employees’ Stock Plan dated May 1, 1921, and 
installments, in the amount of $3,899,708.40, under the cir¬ 
cular of August 24, 1922, in respect to the offer to stockholders 
of record September 8, 1922. 

For the $699,347,400.00 par value of capital stock $739,- 
904,474.64 has been paid into the treasury of the Company; 
the $40,557,074.64 in excess of par value represents premiums 
on stock which are included as part of the Company’s surplus. 
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The 5 per cent collateral trust bonds maturing in 1946 
were reduced during the year in the amount of $784,000 by 
retirements through the sinking fund. 

$3,828,500 of the convertible 4J4 per cent gold bonds of 
1933 were converted into stock during the year at the ratio 
of $120 of bonds, of $100 of bonds and $20 of cash, for one 
share of stock. There remained outstanding at the end of 
the year $7,191,800 of these bonds out of a total of $67,000,000 
issued in 1913. 

$19,967,600 of the seven-year 6 per cent convertible gold 
bonds maturing August 1, 1925, were converted into stock 
during the year on the basis of $100 of bonds and $6 of cash 
for one share of stock. Of these bonds, there remained out¬ 
standing as of December 31, 1922, a total of $14,070,500. 

During the year all of the 6 per cent three-year gold notes 
of October 1, 1922, maturity which were outstanding at the 
beginning of the year in the amount of $49,500,000 were pur¬ 
chased or retired at maturity with the exception of $405,100 
face value which had not been presented up to December 31, 
1922, and are now included in Accounts Payable. 

These conversions and retirements during the year, together 
with $15,000 face value of Western Telephone and Telegraph 
Company bonds retired, reduced the Company’s indebtedness 
by $74,095,100. 

All discount and expense connected with outstanding bond 
and note issues was charged off to surplus prior to 1922. 

The Reserve for Employees’ Benefit Fund was increased 
at the close of the year by appropriating from the Reserve for 
Contingencies the sum of $3,000,000. The matter of increases 
in the Employees’ Benefit Fund is referred to on page 34. 

Dividends at the rate of $9.00 per share per year have been 
declared for the first two quarters of 1923, payable to stock¬ 
holders of record March 16th and June 20th; and these dec¬ 
larations have been given formal recognition in the balance 
sheet in the special item Surplus Appropriated for Dividends 
Payable April 16th and July 16th, 1923. These dividends, 
however, will be paid at their due dates from current earn¬ 
ings and the amount of surplus so appropriated, aggregating 
$31,471,956, will be concurrently restored to Unappropriated 
Surplus. 
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Distribution of Capital Stock 
The number of shareholders of record on December 31, 
1922, was 248,925, an increase of 62,583 during the year. 
This comprises the largest increase in any year in the history 
of the Company. 

That the distribution of this stock is general is shown by 
the following: 

236,241 held less than 100 shares each; 

12,288 held from 100 to 1,000 shares each; 

363 held from 1,000 to 5,000 shares each; 

15 held 5,000 shares or more each (omitting brokers, 
holders in investment trusts, etc.) 


GROWTH IN NUMBER OF 
STOCKHOLDERS 

AMERICAN TEL. & TEL. CO. 



1900 1902 1904 1906 1908 1910 1912 1914 1916 1918 1920 1922 


Of the holders of less than 100 shares each, 

81,485 held 5 shares or less each; 

198,028 held 25 shares or less each. 

There are more women shareholders than men. 

At the end of 1922, about 8 per cent of the stock w r as held 
by trustees, and about 5]4 per cent of the stock was in the 
names of brokers. About 1 per cent of the stock was held 
in Europe. 
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The rapid growth in the number of stockholders of record 
and the distribution of shareholders by size of holdings is 
shown on the accompanying charts. 

Of the 248,925 stockholders of record, approximately 
46,700 are employees of the Bell System. Over 94,000 em¬ 
ployees of Bell System companies and their subsidiaries are 
now paying for stock at the rate of a few dollars per month 
under the Employees’ Stock Plan dated May 1, 1921. Some 
of this number are already stockholders of record, the remain¬ 
der will become such upon completion of all installment 
payments. 


DISTRIBUTION OF STOCKHOLDERS 
BY SIZE OF HOLDINGS 

AMERICAN TEL.& TEL. CO. 



Of all American corporations your company is first in the 
number of holders of its stock, and thus has the widest dis¬ 
tribution of ownership of any corporation. 

The average number of shares held ten years ago was 
sixty-six; today it is twenty-eight, or an average holding 
of $2,800. 

The funds supplied by these 248,925 partners in the busi¬ 
ness as well as those supplied by investors who have acquired 
other securities of the Bell System, have been used for the 
building and extension of telephone plants in every section of 
the United States. 
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Increase of Authorized Share Capital 

The present authorized share capital of your Company is 
$750,000,000, of which amount $699,347,400 was issued and 
outstanding at December 31, 1922. In view of the needs for 
stock to meet commitments under the August 24, 1922 offer 
to stockholders, for conversion of convertible bonds, and for 
subscriptions already made under the Employees’ Stock Plan 
of May 1, 1921, the limit of the authorized share capital will 
be reached during 1923. In order, therefore, to provide for 
the Company’s further requirements under the Employees’ 
Stock Plan, and for a margin in respect of the issue of capital 
stock at some future date, if and when it shall be found desir¬ 
able, it is recommended that the authorized share capital of 
this Company be increased from $750,000,000 to $1,000,000,- 
000. No new stock offering is contemplated in 1923. 

For the Directors, 

II. B. THAYER, 

President. 
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American Telephone and Telegraph Company 


Statement of Earnings and Expenses 
for the Years 1921 and 1922 


Earnings: 

Dividends. 

Interest. 

Telephone Operating Revenues 
Miscellaneous Revenues. 


1921 

$ 38,580,672.59 
13,803,052.70 
58,268,539.17 
90,507.92 


1922 

$ 44,972,928.91 
12,281,954.46 
65,324,889.89 
227,946.41 


Total. $110,742,772.38 

Expenses (Including provision for de¬ 
preciation and all taxes). 37,218,959.61 

Net Earnings . $ 73,523,812.77 

Deduct Interest. 19,521,109.05 


$122,807,719.67 

41,139,279.67 

$ 81,668,440.00 
15,498,011.88 


Balance. $ 54,002,703.72 $ 66,170,428.12 

Deduct Dividends. 42,674,403.00 52,971,251.93 


Balance. $ 11,328,300.72 $ 13,199,176.19 

Appropriated for Contingencies. 3,000,000.00 5,000,000.00 

Balance for Surplus. $ 8,328,300.72 $ 8,199,176.19 


C. A. IIEISS, Comptroller. 


Annual Earnings and Dividends 



Net 

Dividends 

Appropriated for 

Added to 

Year 

Revenue 

Paid 

Contingencies 

Surplus 

1900. 

.$ 5,486,058 

$ 4,078,601 

$ 937,258 

$ 470,199 

1901. 

. 7,398,286 

5,050,024 

1,377,651 

970,611 

1902. 

. 7,835,272 

6,584,404 

522,247 

728,621 

1903. 

. 10,564,665 

8,619,151 

728,140 

1,217,374 

1904. 

. 11,275,702 

9,799,118 

586,149 

890,435 

1905. 

. 13,034,038 

9,866,355 

1,743,295 

1,424,388 

1906. 

. 12,970,937 

10,195,233 

1,773,737 

1,001,967 

1907. 

. 16,269,388 

10,943,644 

3,500,000 

1,825,744 

1908. 

. 18,121,707 

12,459,156 

3,000,000 

2,662,551 

1909. 

. 23,095,389 

17,036,276 

3,000,000 

3,059,113 

1910. 

. 26,855,893 

20,776,822 

3,000,000 

3,079,071 

1911. 

. 27,733,265 

22,169,450 

2,800,000 

2,763,815 

1912. 

. 32,062,945 

26,015,588 

2,800,000 

3,247,357 

1913. 

. 32,920,090 

27,454,037 

2,500,000 

2,966,053 

1914. 

. 32,334,814 

27,572,675 

2,500,000 

2,262,139 

1915. 

. 34,618,638 

29,100,591 

2,500,000 

3,018,047 

1916. 

. 38,013,277 

31,122,187 

2,500,000 

4,391,090 

1917. 

. 38,471,106 

32,481,614 

2,500,000 

3,489,492 

1918. 

. 43,901,322 

35,229,699 

5,000,000 

3,671,623 

1919. 

. 44,395,791 

35,356,334 

5,000,000 

4,039,457 

1920. 

. 51,821,216 

35,376,793 

8,000,000 

8,444,423 

1921. 

. 54,002,704 

42,674,403 

3,000,000 

8,328,301 

1922. 

. 66,170,428 

52,971,252 

5,000,000 

8,199,176 


C. A. HEISS, Comptroller. 
























































American Telephone and Telegraph Company 

Balance Sheet, December 31, 1921 and 1922 


ASSETS 

December 31, 1921 

Stocks of Associated Companies. . . $ 609,628,197.23 


Bonds and Notes of and Net Ad¬ 
vances to Associated Companies. 165,236,355.07 

Stocks and Notes of and Advances 

to Other Companies. 65,343,285.25 

Special Demand Notes. 2,523,000.00 

Long Lines Plant and Equipment.. 101,946,665.30 

Telephones. 26,963,109.79 

Real Estate. 8,422,092.57 

Office Furniture and Fixtures. 520,408.90 

Trustees—Employees’ Stock Pur¬ 
chase Plan. 1,866,025.38 

Accounts Receivable. 8,758,081.75 

Temporary Cash Investments. 29,391,076.78 

Cash. 29,732,364.94 


$1,050,330,662.96 


December 31, 1922 

8 662,529,358.73 
115,671,082.98 
105,427,223.85 


108,757,168.05 

29,666,203.92 

11,665,548.99 

703,935.60 


9,831,006.15 

93,162,766.73 

26,517,547.38 

$1,163,931,842.38 


LIABILITIES 


Capital Stock: 

Capital Stock. 

Capital Stock Installments. 

Total Capital Stock. 

Funded Debt: 

4% Collateral Trust Bonds, 1929 
5% Collateral Trust Bonds, 1946 
5% Western T. and T. Co. 

Bonds, 1932. 

4% Convertible Bonds, 1936.... 
i l / 2 % Convertible Bonds, 1933.. 
6% Convertible Bonds, 1925.... 

6% 3-Year Gold Notes, 1922_ 

6% 5-Year Gold Notes, 1924_ 

Total Funded Debt. 

Total Capital Liabilities. 

Dividend Payable January 15th... 

Accounts Payable. 

I nterest and Taxes Accrued, Not Due 
Reserve for Employees’ Benefit Fund 
Reserve for Depreciation and Con¬ 
tingencies . 

Surplus Appropriated for Dividends 
Payable April 16 and July 16,1923 
Surplus Unappropriated (Including 
Capital Stock Premiums). 


December 31, 1921 

$ 548,185,300.00 
3,199,913.09 

$ 551,385,213.09 

$ 78,000,000.00 

75,567,500.00 

9,985,000.00 

2,589,000.00 

11,020,300.00 

34,038,100.00 

49,500,000.00 

40,000,000,00 

$ 300,699,900.00 
$ 852,085,113.09 

$ 12,299,206.50 

5,081,733.33 
6,709,478.17 
2,000,000.00 

63,550,463.13 


108,604,668.74 

$1,050,330,662.96 


December 31, 1922 

$ 699,347,400.00 
15,736,454.22 

$ 715,083,854.22 

$ 78,000,000.00 

74,783,500.00 

9,970,000.00 

2,589,000.00 

7,191,800.00 

14,070,500.00 


40,000,000.00 
$ 226,604,800,00 
$ 941,688,654.22 

$ 15,719,753.25 

6,465,453.16 
7,630,585.97 
5,000,000.00 

68,514,833.29 

31,471,956.00 

87,440,606.49 

$1,163,931,842.38 


C. A. HEISS, Comptroller. 
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February 8, 1923. 


We have audited the corporate accounts of the 

AMERICAN TELEPHONE AND TELEGRAPH COMPANY 

for the year ended December 31, 1922. We have not audited 
the accounts of the associated and other controlled com¬ 
panies, but we have made a careful study of the reports 
rendered by these companies to the American Telephone and 
Telegraph Company for the purpose of satisfying ourselves 
respecting the essential accuracy of their reported earnings and 
the values at which their securities are carried on the books 
of the American Telephone and Telegraph Company. 

The income for 1922, comprising dividends from invest¬ 
ments in controlled and other companies, interest, earnings 
from telephone traffic and other sources, aggregated, net of 
all charges including interest, the sum of $66,170,428.12. 

We certify that the balance sheet of the American Tele¬ 
phone and Telegraph Company, as published herewith, is in 
accordance with the books, and, in our opinion, sets forth 
correctly its financial condition as at December 31, 1922. 

Lybrand, Ross Bros. & Montgomery. 










